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Executive Summary
Purpose

The purpose of this Actuarial Experience Study is to review the
actuarial experience of theCounty 9 YLJ 28 SSaQ
Association(the Plan)during the period from January 1, 2@0
through December 31, 2006The Pla@ demographic experience
¢ observed rates of retirementyithdrawal, termination, disability,
and death¢ are compared with the experience expected under
the actuarial assumptions adopted tietermine Plan liabilities and
cost, and revised assumptions are recommended as appropriate.

In addition, the pla@ economic assumptiongere reviewed. The
economic assumptions include the assumed rates of inflation,
investment return, and active paytarowth.

The purpose of this Section of the Study is to give the reader a
guick summary of the major conclusions that have been reached.
Details are presented in later sections of this Report.

Prior Experience Studies

The most recent Experience Study for the Plan was conducted by
in parallel by Buck Consultants and EFI Actuaries in 2004, covering
the calendar years 2001 through 2003. Based on that study,
demographic rates were updated for General and Safety
members, aplying separate male and female rates as appropriate.

wS
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Additionally, servicdvased longevity and promotion pay increases
were introduced.

Retirement Rates

%V%r I{’E Qaéﬁﬁ?uﬁ years, actual rates of retirement have been
somewhat higher than currentactuarial assumptions would
predictfor the General Service members, and lower than expected
for the Safety members.

Therefore,new sest of retirement ratesare proposedfor both
groups bringing assumptions into line with experienc€or the
General members, theexpected retirement rates have been
increased for those with at least 30 years of servitike proposed
Safety retirement rateseflect an increase in expected retirements
at ages 5%60 and a lowering of the rates for ages3®

Withdrawal Rates

Withdrawal rates measure the frequency with which members
terminate  employment and withdraw their member
contributions.

Overall, the number ofvithdrawals among General members
was close to that expected. However, the withdrawal rates have
not accurately predied the number of withdrawals at many
levels of service. An analysis of the rates by service over these
years revealed an evident pattern, whereby those members with
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less service have terminated at much higher rates. No
significant distinction was deteetl between male and female
members. Accordingly, new servibased withdrawal

assumptions are proposed, using a single table for males and

females.

Similar findings were made for the Safety membénsugh the
current assumptions have overestimated the nmoer of
withdrawals that occurred Therefore, a new servidesed set
of unisexwithdrawal rates has alsoeen proposed for the Safety
members, whichwill generallyresult in an increased number of
expected withdrawals.

Vested Termination Rates

Overall vestedterminations amongseneralmembers weravell
below the number expected. In addition, the current
assumptions are ageased, even though the data does not
indicate a strong correlation between age and the rates of
vested termination.

A new set ofGeneral termination rates has been proposed for
males and femaleseparately;these rates depend on service
rather than age. The proposed rates contain a lower
expectation of termination during the first five years of service,
sincethe only way a membeshould be able to receive a vested
benefit is to transfer to a reciprocal employer.The proposed
rates result in a loweroveralllevel of expected terminationsn
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better agreement with actual terminations by both age and
service

There is relatively litt vested termination experience among
Safety members. The current assumptions have overestimated
rates of termination, although they have predicted the rates
reasonably well at most age levels. A new set of proposed rates
mirrors the prior assumptionsyith the exception of redued
rates for those below age 30 or above age 45.

Non-Duty Disability Rates

The rates ohon-duty disability observed during this Study among
General members were in reasonable agreement with the
expected rates,and in extremely lose agreement when the
experience was combined with that of the prior two studies.
Therefore no changes have been proposed.

Among Safety members, the numberastualmaledisabilitieshas
been lower than the numberexpected resulting in a
recommendedreduction in the norduty male disability rates.
However, the amount ofemale data is extremely limited, even
after combining the experience of the past nipears;therefore
no revisions to thdemalerates have been proposed.
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Duty Disability Rates

To improve the exposure and reliability of the duty disability
analysis for the General members, this experience was aggregated
with that of the prior two studies. Duty disabilities among General
members were below those expected during the aggregated
period, although the experience for the females was roughly in line
with expectations during the most recent three year period.
Reduced duty disability rates have been proposed for the General
males.

Among Safety members, the number of duty disabilitiesuaing
over the past three years was very close to that expected,;
therefore no revisions to the rates have been proposed.

Longevity and Promotion Pay Increases

The current actuarial assumptidior General memberss that
the pay of active members will increase B¥%% per year from
inflation, and an additional 0.75% 4.75%for merit, longevity
and promotion depending on the service of the member (lower
increasesfter five and 30 years of servige

An analysis fothe average pay of activ&eneralmembers by
service revealshat this general pattern of increases is still very
much appropriate. These rates were increased from the prior
valuation by 0.75% at the same time the inflation assumption
was lowered from £5% to 3.50%thereby attempting to
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capture a 0.75% nonAnflationary component of base payroll
increase within the longevity and promotion assumptions.

Acceptedactuarial practice, however, requires that the longevity
and promotion scales should not iode these types of base
payroll increases. Accordingly, we recommend maintaining the
servicebasedlongevity and promotiorpay scals, butreducing

the rates to reduce the assumed 0.75% productivity
enhancements. The assumed level of nenflationary bae
payroll increases (currently 0.75%) is reviewed in the Economic
Assumption section of this report.

The same practice (including theon-inflationary base payroll
increases in the merit and longevity assumptions) has been
applied to the Safety members.For Safety members, the
current assumption is that merit and longevity increases will
equal6.75% during the first five years of servie€25% per year
thereafter. In this case, these merit and longevity increases
appear to have provided a reasonabletfit actual experience;
therefore no changes to the rates are proposed.

Mortality Rates

Mortality experienceamong active and retired members and their
survivors in this Study wasin reasonable agreement with
assumptions, both for General and Safety members

(EF I



The data available for mortality amonglisabled membersis
limited. Therefore to improve the exposure and reliability of the
analysisdisabled mortalityexperience wagombinedwith that of

the prior studies. Mortality among disabled membergooth
General and Safety) has been somewhat lower than assumed,
though not enough toconfirm that new assumptions are
necessary.

Economic Assumptions

A review of the Fan@ economic assumptions based dne
allocation of Plamasses and the recent historyof the financial
markets indicates thathe current economic assumptionsf a
nominal 8.0% annual rate of returr{8.16% effective, based on
biannual interest crediting) and a 3.5% annual rate of inflation
continue to be reasonableexpectations However, he current
level of assumed nemflationary annual base pay increases is
quite high (0.75%) and a reduction in this assumption is
recommended.

Impact on Plan Costs

Overall, the recommended assumption changes do not represent a
significant departure froncurrent assumptions. Therefore, Plan
costs will not be greatly affected. Should all of the
recommendations herein be adopted, a small decrease in cost
would result.
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Organization of Report

The first section of the Report deals with decrements among active
members and also includes consideration of the merit component
of pay increases.

The second section of the Report deals with mortality among
active and inactive members.

The third section of the Report concerns economic assumptions.
A final sectiorpresents methodological details.

The report has been prepared in accordance with generally
accepted actuarial methods and procedures. EFI will be happy to
answer any questions fron€CERABoard or staff regarding its
methodology or conclusions.

Gregory MStump
(484) 4428337

Robert T. McCrory
(206) 3283628



Active Decrements

Service Retirement (General)
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Current Assumption
Summary of Experience versus Current Assumpti¢hges B-70)

Recommendation
Summary of Experienceersus Proposed Assumptiondgess0-70)

Eligible Actual Expected Actual to Eligible Actual Expected Actual to

Exposure  Retirements  Retirements Expected Ratio Exposure  Retirements | Retirements Expected Ratio
Males 1,793 134 118 113.6% Males 1,793 134 136 98.7%
Females 3,362 229 205 111.8% Females 3,362 229 233 97.8%
Combined 5,155 363 323 112.5% Combined 5,155 363 368 98.5%

Actual Expected Actual Expected

Average Age Average Age Average Age Average Age
Males 59.0 60.0 Males 59.0 59.6
Females 58.3 60.2 Females 58.3 59.5
Combined 58.5 60.1 Combined 58.5 59.6

1 Generalmembers are currently eligible to retire at ag® with 10
years of membership (though only 5 years of benefit servic
necessarydr atanyage with30 or moreyears of Eligibility Service

1 There were overl2% more retirements than expectedcausing
actuarial losses.

1 Most of the excess retirements wer®r those with 59 years of
service (none have been assumed to retire in the gakbugh such
retirements can occur if the member has at least 10 years
membership),at age62 among males, and at most ages for thg
with at least 30 years of servic&eeChart Al below.

1 We excluded the exposures and decrements for those above ac
from this analysis. It is common practice within public sector p
to assume that all membeisverage 70will retire immediately.

1 Higher rates amonghose with more than 30 years of servi
warrant separate rates

1 A higherate at ages2 for malesis proposed

1 Lower rates at age 65 for males and females are proposed; this
recommended in the last EFI experience study, and recent beh;
has confirmed the pattern.

T A modest set of rates for those with-% years of service ar
proposed there have been over 30 retirements of this type in
past 6 years

91 Actual averageretirement age is closeto the expectedage under
proposed assumptions
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GeneralRetirement Rateg; Current(with 10+ years of service)

50 2.0% 2.0%
51 2.0% 2.0%
52 2.0% 2.0%
53 3.0% 2.0%
54 3.0% 3.0%
55 5.0% 4.0%
56 5.0% 7.0%
57 5.0% 7.0%
58 7.5% 7.0%
59 10.0% 10.0%
60 12.5% 10.0%
61 25.0% 15.0%
62 33.3% 25.0%
63 25.0% 25.0%
64 25.0% 25.0%
65 75.0% 75.0%
66 50.0% 50.0%
67 40.0% 40.0%
68 30.0% 30.0%
69 30.0% 30.0%
70+ 100.0% 100.0%

GeneralRetirement Rateg;, Proposed(using service ranges below)

Service: ‘ 10 - 29 30 +

Age ‘ ‘ Female S Female
50 0.0% 2.0% 2.0% 5.0% 7.0%
51 0.0% 2.0% 2.0% 5.0% 7.0%
52 0.0% 2.0% 2.0% 5.0% 7.0%
53 0.0% 3.0% 2.0% 5.0% 7.0%
54 1.0% 3.0% 3.0% 5.0% 7.0%
55 1.0% 5.0% 4.0% 15.0% 15.0%
56 1.0% 5.0% 7.0% 15.0% 15.0%
57 1.0% 5.0% 7.0% 15.0% 15.0%
58 1.0% 7.5% 7.0% 20.0% 20.0%
59 1.0% 7.5% 10.0% 25.0% 25.0%
60 1.0% 7.5% 10.0% 25.0% 25.0%
61 1.0% 7.5% 15.0% 35.0% 35.0%
62 1.0% 40.0% 25.0% 40.0% 35.0%
63 1.0% 25.0% 25.0% 35.0% 35.0%
64 1.0% 25.0% 25.0% 35.0% 35.0%
65 5.0% 50.0% 50.0% 50.0% 50.0%
66 5.0% 50.0% 50.0% 50.0% 50.0%
67 5.0% 40.0% 40.0% 40.0% 40.0%
68 5.0% 30.0% 30.0% 30.0% 30.0%
69 5.0% 30.0% 30.0% 30.0% 30.0%
70+ 100.0% 100.0% 100.0% | 100.0% 100.0%

&EF I



Countyd YL 285SaQ wSiA
Actuarial Experience Study January 1, 2@Brough December 31, 200

Chart Al: CERA General Service

Comparison of Actual and Expected Retirement:
300.0
250.0 -
200.0 -
150.0 -
100.0 -
50.0 -
0.0 -

5-9 Years 10-29 Years 30+ Years
Service
M Actual Retirements ® Expected Current Rates u Expected Proposed Rates

In reviewing Chart A, wecan see that the proposed assumptions match actual experience much more t¢h@selyurrent assumptions.
This isespecially true for the ® Years and 30+ Years service categories



Service Retirement (Safety)
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Current Assumption

Summary of Experience versus Current Assumpti¢hges45-65)

Recommendation

Summary of Experience versus Proposed Assumptions (A§es5)

Eligible Actual Expected Actual to Eligible Actual Expected Actual to
Exposure  Retirements  Retirements Expected Ratio Exposure  Retirements | Retirements Expected Ratio
Males 382 37 53 70.2% Males 382 37 38 97.4%
Females 99 11 17 65.1% Females 99 11 13 83.0%
Combined 481 48 70 69.0% Combined 481 48 51 93.7%
Actual Expected Actual Expected
Average Age Averae Ae Average Age Averae Ae
Males 54.3 53.6 Males 54.3 54.0
Females 56.2 54.6 Females 56.2 55.2
Combined 54.7 53.8 Combined 54.7 54.3
1 Safetymembers are currently eligible to retire at ag® %With 10 Lowerrates at age49 ¢ 56 for malesand femalesare proposed.

years ofserviceor at anyage with20 or moreyears ofservice

1 There wereabout30%fewerretirements than expected.

1 Retirement rates at the earlier ages were increased as a result ¢
prior experience study. The prior study included a numbel
retirements based on penilp demand caused by a bene
improvement. It appears retirements have subsided somewhat
the past three years.

1 Asin the last study, the amount of female experience is small.

1 There were nanembers eligible to retire aiges 63 and older.

Higher rates at ages %760 for males and females are proposed.

I Maintaining asingle set of rates for both males and females
recommended due to the limited amount of female experience.

1 Proposed assumptions brinthe experience within 7% of that
expected.

1 When combined with the experience from the prior two studi
(covering 199&006), the proposed assumptions provide
reasonable fit. See ChartA

1 Expected average is closer under

assumpions.

retirement age propc
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SafetyRetirement Rates Current

Age \EE Female
45 1.0% 1.0%
46 1.0% 1.0%
47 1.0% 1.0%
48 1.0% 1.0%
49 5.0% 5.0%
50 12.0% 12.0%
51 10.0% 10.0%
52 10.0% 10.0%
53 20.0% 20.0%
54 37.5% 37.5%
55 37.5% 37.5%
56 37.5% 37.5%
57 10.0% 10.0%
58 10.0% 10.0%
59 10.0% 10.0%
60 10.0% 10.0%
61 25.0% 25.0%
62 50.0% 50.0%
63 50.0% 50.0%
64 50.0% 50.0%

65+ 100.0% 100.0%

SafetyRetirement Rates Proposed

‘ Male

Age Female
45 1.0% 1.0%
46 1.0% 1.0%
47 1.0% 1.0%
48 1.0% 1.0%
49 1.0% 1.0%
50 10.0% 10.0%
51 5.0% 5.0%
52 5.0% 5.0%
53 20.0% 20.0%
54 20.0% 20.0%
55 20.0% 20.0%
56 20.0% 20.0%
57 20.0% 20.0%
58 20.0% 20.0%
59 20.0% 20.0%
60 20.0% 20.0%
61 25.0% 25.0%
62 50.0% 50.0%
63 50.0% 50.0%
64 50.0% 50.0%

65+ 100.0% 100.0%
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Chart A2: CERA Safety
Comparison of Actual and Proposed Retirement Rate

100% +
90% -
80% -
70% -
60% -
50% -
40% -
30% -
20% -

10% -

0%

45 50 55 60 65
Age

- Actual (20042006) =—Actual (1998006) -—Proposed

In reviewing Chart &, we can see that the proposed assumptions match actual experi
study period (2004€006), as well as over a longer period of time (12086)

aasonably well for both the most recent
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Withdrawal (General)
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CurrentAssumption

Summary of Experience versus Current Assumptions

Recommendation

Summary of Experience versusdposed Assumptions

Eligible Actual Expected Actual to Eligible Actual Expected Actual to

Exposure  Withdrawals Withdrawals Expected Ratio Exposure  Withdrawals | Withdrawals Expected Ratio
Males 4,688 147 154 95.3% Males 4,688 147 149 98.8%
Females 10,875 416 361 115.1% Females 10,875 416 377 110.3%
Combined 15,563 563 516 109.2% Combined 15,563 563 526 107.0%

Actual Expected Actual Expected

Average Age Average Age Average Age Average Age
Males 42.4 41.4 Males 42.4 41.7
Females 38.4 38.9 Females 38.4 39.5
Combined 39.5 39.7 Combined 39.5 40.1

1 A withdrawal (or nonvested termination)occurs when a membe A single set of withdrawal rates for males and females is propose

terminates employment and withdraws his or her memt
contributions. Currently, servicebased termination rates ari
assumed for thosavith less tharfive years of service, and age bas

)l

The proposed assumptions are servimesed, with no withdrawal:
expected to occur after 10 years.

rates are assumed thereafteGeparate tables anesed for each sex] § The poposed assumptions bring the experience within 7% of |
. . . expected. In addition, there is much stronger agreement betw
Withdrawal rates are strongly related to service, steadily decrea P ' . ger ag
o o actual and expected behaviat each level of servidsee Chart A3].
as servicencreases.Male and female rates wenegerysimilar.
1  When combined with the experience covered under the prior st

The current assumptionspredicted the overall number of
withdrawalsreasonablywell (within 10%)but there were significan
differences between the assumed and actual rates at several I
of service

The rate of withdrawal for members with ten or more years

service is extremely low (less than 0.3%).

(covering 20022006), the proposed assumptions result

aggregated experience within 6% of that expected.

OEF I



Countyd YL 285SaQ wSiA

Actuarial Experience Study January 1, 2@Brough December 31, 200 12

General WithdrawaRatesg CurrentRepresentative Rates

Service Male Female
0 8.3% 7.1%
1 11.2% 9.7%
2 10.0% 9.0%
3 8.8% 6.4%
4 7.6% 4.8%

Ratesfor 5 or More Years of Service

Female

Age Male
20-24 3.2% 12.0%
25-29 2.1% 9.0%
30-34 1.3% 4.0%
35-39 0.8% 2.0%
40-44 0.5% 1.0%
45-49 0.3% 0.6%
50-54 0.2% 0.4%
55-59 0.1% 0.2%
60-64 0.0% 0.0%
65+ 0.0% 0.0%

General WithdrawaRatesc ProposedRates

Service All Ages
0 15.0%
1 10.0%
2 8.0%
3 6.0%
4 5.0%
5-9 2.0%
10+ 0.0%

Nowithdrawal are assumed for participants who are eligible for

retirement.
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Chart A3: CERA General Service
Comparison of Withdrawal RatesActual / Expected Ratio by Service
300%

250% -
200% -
150% -
100% -
50% -

0% | | | | |

0 Years 1 Years 2 Years 3 Years 4 Years 5-9 Years 10+ Years
Service
= Current Proposed

Chart A3 shows the ratio of actual to expected withdrawalsseyvicefor General Service members. this chart, we note that the actual to
expected ratios for the proposed withdrawal rates are much closer to 100% for each service group. This means that ted expect

withdrawals under the proposed set of rates are in better accord with actual withdrawals thanttemtassumptions.
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Withdrawal (Safety)
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Current Assumption

Summary of Experience versus Current Assumptions

Recommendation

Summary of Experience versusdposed Assumptions

Eligible Actual Expected Actual to Eligible Actual Expected Actual to
Exposure  Withdrawals Withdrawals Expected Ratio Exposure  Withdrawals | Withdrawals Expected Ratio
Males 1,784 28 49 57.5% Males 1,784 28 29 95.8%
Females 697 19 23 81.4% Females 697 19 13 142.9%
Combined 2,481 47 72 65.2% Combined 2,481 47 43 110.5%
Actual Expected Actual Expected
Average Age Average Age Average Age Average Age
Males 33.4 34.9 Males 33.4 32.9
Females 35.7 35.0 Females 35.7 34.0
Combined 34.3 34.9 Combined 34.3 33.2
1 Currently,a singletermination rate is assumed for those with leg A revised set of serviebasedwithdrawal ratesis proposed, using

than five years of service, and afpased rates are assume
thereafter. A single table is used for males and females.

1 Withdrawal rates are related to service, decreasing as sel
increases.

1 The number ofactual withdrawalswas significantlylower than the
number of members whowere expected to withdrawtheir
contributions.

1 The actual rate of withdrawal during the study period was lower tl

under the prior study; approximately 1.9% of all exposures resy

in withdrawal versus 2.6% in the prior study.

the same rates for males and females.
No withdrawalsare expected to occur after 10 years.

Proposed assumptions brintpe actual experiencefor both sexes
combined towithin 11% of that expected.

While actual withdrawals are over 40% higher than expected
female members, there isot enoughdata to develop a separat
table for females.
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SafetyWithdrawal Ratesg CurrentRepresentative Rates SafetyWithdrawal Ratesc ProposedRates
Age 0-4 Years 5+ Years ’ Service All Ages
20-24 5.2% 3.2% 0 12.0%
25-29 5.2% 2.1% 1 7.0%
30-34 5.2% 1.3% 2 5.0%
35-39 5.2% 0.8% 3 2.0%
40-44 5.2% 0.5% 4 2.0%
45-49 5.2% 0.3% 5-9 1.0%
50-54 5.2% 0.2% 10+ 0.0%
55-59 5.2% 0.1%
60+ 0.0% 0.0% Nowithdrawals are assumed for participants who are eligible for
retirement.
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Chart A4: CERA Safety
Comparison of Actual, Current and Proposed Withdrawal Rate

12% -

10% +

8% —+

6% +

4% -+

206 |

0% I I I I I .

0 Years 1 Years 2 Years 3 Years 4 Years 5-9 Years 10+ Years
Service

= Actual =Current Proposed

Chart A4 compares the actual rateof withdrawal to the current and proposed assumptions reviewing Chart 4, we can see that the

proposed set of assumptions reflects the decreasing pattern of withdrawals with service.
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Vested Termination (General)

Countyd YL 285SaQ wSiA
Actuarial Experience Study January 1, 2@Brough December 31, 200 17

Current Assumption

Summary of Experience versus Current Assumptions

Recommendation

Summary of Experience versusdposed Assumptions

Eligible Actual Expected Actual to Eligible Actual Expected Actual to
Exposure Terminations Terminations Expected Ratio Exposure Terminations | Terminations Expected Ratio
Males 3,228 50 60 83.9% Males 3,228 50 50 100.9%
Females 8,271 107 140 76.3% Females 8,271 107 105 101.8%
Combined 11,499 157 200 78.5% Combined 11,499 157 155 101.5%
Actual Expected Actual Expected
Average Age Average Age Average Age Average Age
Males 45.6 39.7 Males 45.6 44.5
Females 42.7 37.6 Females 42.7 43.1
Combined 43.6 38.2 Combined 43.6 43.5
1 A vested termination occurs when a member terminatg  New assumptions are proposed, in which separate flat rate:

employment dter five years of service and leaves his or her men
contributions in the Plan. Alternatively, a member can transfer |
reciprocalemployerwith less than five years of service.

9 Currently,agebased termination rateshat decrease with ageare
used, with gparate tables used for each sexdowever vested
termination rates ddNOTappear to be strongly correlated to age

1 Theactual number of vested terminationswas significantly below
the expectednumber.

9 The rate of vested terminations is lower for those with less than
years of service. This is reasonable, since members with lesg
five years of service can only receive a vested benefit if they trar

to a reciprocal eployer.

termination are used for those with more or less than five year:
service.

1 The proposed assumptions bring the experience wiif of that
expected. In additiorthe average expected termination age is mu
closer under the proposed assumptions.

OEF I
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GeneralVested TerminatiorRatesg CurrentRepresentative Rates

Female ‘

Age Male
22 3.8% 5.0%
27 3.1% 3.0%
32 2.7% 2.0%
37 2.3% 2.0%
42 1.9% 2.0%
47 1.5% 1.0%
52 1.2% 0.9%
57 0.9% 0.7%
62 0.6% 0.5%
67 0.4% 0.3%

GeneralVested TerminatiorRatesg ProposedRates

Service ‘ Male Female ‘

0-4 years 0.5% 0.5%
5+ years 2.5% 2.0%

No terminations are assumed for participants who are eligible |
retirement.

We assume that 50% of those who terminate will transfer tq
reciprocal employer. Actual experience over the past three years
shown that fewer than 15% of those that termieatvith at least five
years of service have reported transferring to a reciprocal employ

Based on the experience over the past three years, it appears 1
appropriate to lower this assumption to 25% for those w
terminate with five or more years dafervice, retaining a margin ¢
conservatism with the understanding that some of those w
transfer may not have self reported this fact.

Those with less than five years of service should be able to rece
vested benefit only if they transfer to a recocal employer, a 1009
reciprocal transfer rate is proposed for these members.
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Comparison of Actual and Expected Termination:

2529 30-34 35-39 40-44 45-49 50-54 55-59 60-64
Age

M Actual Terminations M Expected Current Rates W Expected Proposed Rates

In reviewing Chart A&, we can see thahe current agebased termination assumptiordo not accurately reflect the pattern of terminations

by age.The proposed assumptions are serviragsed, rather than agbased. However, the chart demonstrates that these serbireed
rates do a reasonable job of predicting the number of terminatioased on the service level of the participantgacth age catemyy.
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Current Assumption

Summary of Experience versus Current Assumptions

Recommendation

Summary of Experience versusdposed Assumptions

Eligible Actual Expected Actual to Eligible Actual Expected Actual to

Exposure Terminations Terminations Expected Ratio Exposure Terminations | Terminations Expected Ratio
Males 1,518 19 26 73.9% Males 1,518 19 21 88.7%
Females 618 6 11 55.1% Females 618 6 9 67.0%
Combined 2,136 25 37 68.3% Combined 2,136 25 30 82.3%

Actual Expected Actual Expected

Average Age Average Age Average Age Average Age
Males 33.8 34.1 Males 33.8 34.5
Females 34.5 33.5 Females 34.5 33.8
Combined 34.0 34.0 Combined 34.0 34.3

1 Currently, agébased termination rates that decrease with age i
used, with a single table used for batbxes.

=

Although theactualnumber of vested terminationg/asconsiderably
lower than the expected number, the current assumptions hay
predicted the rate of terminations reasonably wédir most age
groups with a few exceptions.

=

There were no terminations amongst those aged220{with two
expected) and only two terminations amongst those aged52*f
(with nine expected).

=

There were 30 vested terminations in the last experience st
(compared with 25 in this study) with a similar number of exposul

=

There is little vestedtermination experience among the safe
members, particularly for the female members.

i There are only a few vested terminations for safety memb
particularly for females. This lack of data means that we shoul
cautious in changing o@ssumption for these members

I The proposed assumptions are the same as the current assumpi
with the exception of reduced rates for those below age &8t
above age 45

1 Based on the experience over the past three years, it appears 1
appropriate to maintain the assumption that 50% of those w
terminate will go to work with a reciprocal employer.

1  We will continue to monitor termination rates in the future, and v
will recommend revisions in Plan assumptions if experience apy
to deviate substantially from our assumptions.

OEF I



Countyd YL 285SaQ wSiA
Actuarial Experience Study January 1, 2@Brough December 31, 200

21

SafetyVested TerminatiorRatesg CurrentRepresentative Rates

Age Termination Rate ’

22 4.0%
27 3.0%
32 2.0%
37 2.0%
42 1.0%
47 1.0%
50+ 0.0%

SafetyVested Termination Rates ProposedRepresentativeRates

‘ Termination Rate

Age
22 2.0%
27 2.0%
32 2.0%
37 2.0%
42 1.0%
47 0.5%
50+ 0.0%




Non-Duty Disability (General)
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Current Assumption

Summary of Experience versus Current Assumpti¢hggregated)

Eligible Actual Expected Actual to
Exposure Disabilities Disabilities | Expected Ratio
Males 8,815 19 19 101.3%
Females 18,575 57 59 96.6%
Combined 27,390 76 78 97.8%
Actual Expected
Average Age Averae Ae
Males 52.3 52.4
Females 50.9 51.6
Combined 51.2 51.8

Recommendation

1

Over the aggregated period, the number of nduty disabilities
occurring has been very close to the number assumed; therefors

changes to this assumption are recommended.

Chart A6 below shows a comparison of actual disability rates ve
the rates expected, by age groupsActual rates are in reasonkb

agreement with those assumed.

CurrentRepresentativeAssumedRates

Female

1 Members are eligible for neduty disability retirement if they are
permanently disabled after five years of service.

1 Experience from prior study hdsen aggregated with the currer
data to ensure adequate exposurd.he analysis now includes nir
years of experience: 182006.

1 Rates for females remain higher than male rates.

Age Male
22 0.051% 0.076%
27 0.068% 0.095%
32 0.086% 0.115%
37 0.108% 0.145%
42 0.138% 0.197%
47 0.178% 0.281%
52 0.225% 0.381%
57 0.286% 0.482%
62 0.363% 0.583%
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Countyd YL 285SaQ wSiA

Actuarial Experience Study January 1, 2@Brough December 31, 200 23

0.8%

0.7%

/

0.6%

0.5%

—o— Male Actual

0.4%

=@~ Male Assumed

0.3%

0.2%

0.1% T

=&~ Female Actual

= Female

Assumed

0.0%
20-24

25-29

30-34

3539 40-44

Age

4549 50-54 55-59 60-64 65-69




Non-Duty Disability (Safety)

Countyd YL 285SaQ wSiA
Actuarial Experience Study January 1, 2@Brough December 31, 200

24

Current Assumption

Summary of Experience versus Current Assumpti¢hggregated)

Recommendation

Summary of Expegince versu$roposedAssumptiong(/Aggregated)

Eligible Actual Expected Actual to Eligible Actual Expected Actual to
Exposure Disabilities Disabilities Expected Ratio Exposure Disabilities Disabilities Expected Ratio
Males 3,714 2 8 25.2% Males 3,714 2 4 50.4%
Females 1,127 3 2 132.8% Females 1,127 3 2 132.8%
Combined 4,841 5 10 49.0% Combined 4,841 5 6 80.2%
Actual Expected Actual Expected
Average Age Average Age Average Age Average Age
Males 49.5 50.6 Males 49.5 50.6
Females 42.0 50.7 Females 42.0 50.7
Combined 45.0 50.7 Combined 45.0 50.7

1 Experience from prior study has been aggregated with the cur
data to ensure adequate exposure. The analysis now includes
years of experience19982006.

1 Currentrates of assumed disability vary by age, with a single t
used for both genders.

1 The number ofactual male disabilitiesis significantly below the
expectednumber.

1 The amount offemaleexperience is extremelymited.

I There are only a few neduty disabilities for safety members. Tt
lack of data means that we should be cautious in changing
assumptions.

1 The proposed assumptions have been obtained by reducingntile
rates by 50%.
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Safety NonDuty DisabilityRatesg CurrentRepresentative Rates

Age ‘

Female ‘

\EE
22 0.000% 0.000%
27 0.009% 0.009%
32 0.014% 0.014%
37 0.027% 0.027%
42 0.081% 0.081%
47 0.234% 0.234%
52 0.477% 0.477%
57 0.756% 0.756%
62 0.000% 0.000%

Safety NonDuty DisabilityRatesc ProposedRepresentative Rates

Age ‘

Male Female
22 0.000% 0.000%
27 0.005% 0.009%
32 0.007% 0.014%
37 0.014% 0.027%
42 0.041% 0.081%
47 0.117% 0.234%
52 0.239% 0.477%
57 0.378% 0.756%
62 0.000% 0.000%
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Current Assumption

Summary of Experience versus Current Assumpti¢hggregated)

Recommendation

Summary of Experience versus Proposed Assumptidyg(egatel)

Eligible Actual Expected Actual to Eligible Actual Expected Actual to
Exposure Disabilities Disabilities | Expected Ratio Exposure Disabilities Disabilities Expected Ratio
Males 13,037 31 52 60.2% Males 13,037 31 31 100.1%
Females 28,988 42 50 83.6% Females 28,988 42 50 83.6%
Combined 42,025 73 102 71.7% Combined 42,025 73 81 89.9%
Actual Expected Actual Expected
Average Age Average Age Average Age Average Age
Males 50.1 50.7 Males 50.1 48.6
Females 52.1 49.9 Females 52.1 49.9
Combined 51.3 50.3 Combined 51.3 49.4

1 Experience from prior study has be@ombinedwith the current
data to ensure adequate exposure. The analysis now includes
years of experience19982006.

9 Currentrates of assumed disability vary by age and gender.

1 In the aggregated data, theumber ofactualfemaledisabilitieswas
somewhat lower than the expected number disabled. However|
during the most recent thregear period (2002006) female
experience has been within 1% of the expected number.

1 The number ofactual male disabilitieswas significantlybelow the
expectednumber, both in the most recent threeyear period and in
the aggregated data.

New duty disabilityrates are proposed forGeneralmales. These rate
producea lower overalhumber of expected disabilities

Rather than increasing uniformly with age, the new disability rates f
in mid-career with the highest frequencyf duty disability occurring
between ages 4and49. See Chart X below.
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General DutyDisability Ratesg CurrentRepresentative Rates

‘ Age

Male Female
22 0.061% 0.032%
27 0.109% 0.043%
32 0.162% 0.073%
37 0.235% 0.104%
42 0.309% 0.134%
47 0.381% 0.175%
52 0.468% 0.227%
57 0.570% 0.291%
62 0.683% 0.356%

General DutyDisability Ratesc ProposedRepresentative Rates

Age I Female
22 0.066% 0.032%
27 0.066% 0.043%
32 0.066% 0.073%
37 0.066% 0.104%
42 0.380% 0.134%
47 0.380% 0.175%
52 0.226% 0.227%
57 0.226% 0.291%
62 0.226% 0.356%

0.8%

Male Actual, Current and Proposed Duty Disability Rate:

0.7%

/

0.6%

pd

0.5%

e

0.4%

0.3%

0.2% -

0.1% -

/

0.0%
20-24

25-29

3034 pge 3599

4044

45-49 50-54

55-59 60-64

—— Male Actual
—— Male Current

—— Male Proposed
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Current Assumption

Summary of Experience versus Current Assumptions

Eligible Actual Expected Actual to
Exposure Disabilities Disabilities Expected Ratio
Males 1,784 18 18 99.2%
Females 697 6 6 93.6%
Combined 2,481 24 25 97.7%
Actual Expected
Average Age Average Age
Males 48.1 48.5
Females 46.2 47.8
Combined 47.6 48.3
1 The current data includeshree years of experience: 2@006.

Unlike the nonduty disability experience, duty disabilities occur w
enough frequency among safety members so that the most re
experience should be sufficient to develop reasonable assumptio

Currentrates of assumed disability vary by age, with a single t
used for both genders.

The number ofactual disabilitieshas been extremely close to tH
numberexpectedfor both males and females.

An analysis of disabilities by age revealed that theenily assumed
pattern (with the frequency of disability increasing with age)
holds true.

Recommendation

T No changes to this assumption are recommended.

CurrentRepresentativeAssumedRates

‘ Male

Age Female
22 0.072% 0.072%
27 0.125% 0.125%
32 0.235% 0.235%
37 0.432% 0.432%
42 0.809% 0.809%
47 1.421% 1.421%
52 2.447% 2.447%
57 3.762% 3.762%

60+ 0.000% 0.000%
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Pay increases consist of three componenigreases due to cost of livingaintenance (inflation), increases related to nimflationary
pressures on base pay (such as productivity increases), and increases in individual pay due to merit, promotion, anyd lbmigeaies due
to cost of living and noimflationary base pay faors are addressed in a later section of this report.

Current Assumption

90,000
80,000 +
70,000 +
60,000 +
50,000 +
40,000
30,000 +
20,000

10,000 -+~

Years of Service ‘Assumed Increase ‘

Less than 5 4.75%
5-29 1.75%
30+ 0.75%

Only increases due to merit (promotion and longevity)
considered here.

In the charts below, the average pay of the active memizersof
January 1, 2007 has beptotted against service. In addition, a cur
is fitted to the average pay data, and this curve is used to deterr
a pay increase due to merit. This isr@ansvese study of longevity
and promotion pay increase$or a more detailed description of thi
type of study and its benefits, see the methodology section at
end of this report.

Average Pay by Years of Service

*
* Actual

—— Assumed

0+
0 5 10 15 20 25 30 35 40
Years of Service

90,000

80,000

70,000 +
60,000
50,000
40,000
30,000
20,000 +

10,000

Recommendation

Years of Service ‘Assumed Increase

Less than 5 4.00%
5-29 1.00%
30+ 0.00%

The current assumptions were increasby the former Actuaryin

0KS LINA2NJ @S| Nna @I f dz- (i At2 gtcoond
for productivity and other noninflation basedincreases. These
increasesare addressethter in the economic assumption section.

The proposed rates of salary increase represent the past rates |
used without the 0.75% increase. This adjustment to the curr
rates makes the assumptions line up more closely with ac
experience. As a way of comfiing this observation, the standar

deviation of the experience from the assumed results is lower.
Average Pay by Years of Service

o —+—+—+—"~4—+—+—+—+—++t+t+t+++—++t+++t++t—+++—++—++—+++—++—+++
0 5 10 15 20 25 30 35 40
Years of Service




Longevity and Promotion Pay Increases (Safety)

County9 YL 288S8SaQ wSiaa
Actuarial Experience Study January 1, 2@Brough December 31, 200 30

Current Assumption

Years of Service  Assumed Increase

Less than 5 6.75%
5+ 2.25%

1 Only increases due tomerit (promotion and longevity) ari
considered here.

1 As with theGeneral rates, the current assumptions were increas
08 GKS F2NXSNJ ! OldzZ N Ay GKS
levels of service, to account for productivity increasesNon
inflationary increasesin base payare addressedlater in the
economic assumption section of this report.

1 However, the rates being used appdarprovide a reasonable fit t(
actual experienceTherefore we recommend retaining these rates,

Average Pay by Years of Service
200,000

180,000 *
160,000
140,000
120,000 .

100,000
¢ Actual

—— Assumed

0 +—+—+—+—++—+++—+++++++++++++++++++++++++o+-+ o0 ®
0 5 10 15 20 25 30 35 40
Years of Service
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Current Assumptios (General)

Summary of Experience versus Current Assumptions

Actual to

Current Assumptions (Safety)

Summary of Experiete versusCurrentAssumptions

Actual to

Eligible Actual Expected Eligible Actual Expected
Exposure Deaths Deaths  Expected Ratio Exposure Deaths Deaths Expected Ratio
Males 4,688 10 11.1 89.8% Duty 2,481 1 1.2 85.0%
Females 10,875 15 9.9 151.3% Non Duty 2,481 3 2.9 102.6%
Combined 15,563 25 21.0 118.8% Combined 2,481 4 4.1 97.5%

Eligible Actual Expected Actual to Eligible Actual Expected Actual to

Exposure Deaths Deaths Expected Ratio Exposure Deaths Deaths Expected Ratio

Males 2,738 114 104.3 109.3% Males 888 17.7 96.1%
Females 4,926 157 152.8 102.8% Females 377 7 7.3 95.8%
Combined 7,664 271 257.1 105.4% Combined 1,265 24 25.0 96.0%
Eligible Actual Expected Actual to Eligible Actual Expected Actual to

Exposure Deaths Deaths | Expected Ratio Exposure Deaths Deaths Expected Ratio

Males 653 20 25.1 79.7% Males 659 11 15.2 72.3%
Females 1,058 42 45.5 92.4% Females 183 4 2.4 164.7%
Combined 1,711 62 70.6 87.9% Combined 842 15 17.7 85.0%
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The current actuarial assumption is thabn-disabled active and
retred members and survivors will experience mortality
accordance with thd 994 GroupAnnuity Tabls. An adjustment ha:
been made to the age of each member; either setting their
forward or backwargdbased on whether the member is aripated
to experience mortality with greater or lesser frequency
respectively, than the 1994 GA Tables indicdter example, using
four year setback indicates a longer life expectancy than us
unadjusted mortality rates.

The following table summaes these adjustments:

Retired Members and

Active Members Survivors

94 GA male rates, set
forward one year

94 GA male rates,
set back four years

General Males

94 GA female rates, set
forward one year

94 GA female rates,
set back six years

General Females

94 GA male rates, set
forward one year

Safety Males 94 GA male rates,

set back four years

94 GA female rates, set
forward three years

Safety Females 94 GA male rates,

set back four years

1 Rates for Disabled members are based on separate unisex tabl;

Rates for active Safety member duslated deaths ardased on a
special 1981 table.

General and Safety members.

For the disablednortality, experience from prior studies has be
aggregated with the current data to ensure adequate exposure.
analysis now includes nine years of experience: 18¥915.

Thecurrent tables have matcheelxperiencereasonablyclosely forall
groupstherefore no changes to the assumptions are recommendeq

It should be noted that mortality has tended to improve over {
past century with advances in sanitation and healthcare. Fu
improvement may be expected. Therefore, we will continue
monitor mortality rates to determine when another change in the
assumptions might be warranted.
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Economic Assumptions Chart EL below shows the average rate of inflation overy&ar
periods, with the earliest such period ending in 1955 and the latest
Introduction ending in 2005. We note in the chdrat inflation seemed to be

AYONBIlIaAy3 adSIRAte dzyiAiat GKS wmddn:
Economic assumptions utilized in the development of liabilities {5 gecrease. Yet, examination of Charl Enay lead to an
and costs for any defined benefit plan include: assumption that inflation is likely to be quite high, perhaps in the

1 The inflation assumption; range of 4% to 5% annually.

1 The real investment return assumption; and
1 The reagrowth in pay relative to inflation.

While we look to the past for indications of future economic
behavior, we must also consider how the future may be expected
to be different. In order to reflect the longrm nature of defined
benefit plan funding in le development of these economic
assumptions, it is appropriate to focus on long term trends. EFI
selects 3@year periods of past experience as indications of such
long-term trends.

Inflation

There are elements of the future economic environment that may
differ from the past due to structural changes. An important and
fundamental case in point is the rate of inflation, which underlies
each of the three elements of economic assumptions listed above. Suggest.
While historical trends are not entirely indicative dfet future,

they do often serve as a useful guide in determination of

However, there are a number of reasons to believe that future
inflation levels will not be as high as Charl Evould seem to

1 An important reason for the high rate of inflation in the
. averages above is the niryear period 19781 when inflation
assumptions. averaged 9.2% per year.



